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Pakistan Stand-By Arrangement with the Fund 


The International Monetary Fund has entered into 
an arrangement which permits the Government of 
Pakistan to draw during the next 12 months the equiv- 
alent of US$25 million in currencies held by the Fund. 





Europe 


EEC import Policy 


Under the treaty establishing the European Economic 
Community (EEC), the six participating countrie$ must 
take the following measures as of January 1, 1959: 
import tariffs among the participants must be reduced 
by 10 per cent; bilateral import quotas granted to any 
participant must be converted into so-called global 
quotas which are open, without discrimination, to all 
other participating countries; these global quotas must 
be established in such a way as to attain an increase of 
not less than 20 per cent in their total value, but for 
each product the increase should not be less than 10 
per cent, and its global quota should not be less than 3 
per cent, of the national production in the member 
country concerned. 

On December 3, the Council of Ministers of the EEC 
decided to extend to the other 11 members of the 
Organization for European Economic Cooperation 
(OEEC) and to all other participants of the General 
Agreement on Tariffs and Trade (GATT) the 10 per 
cent reduction in import tariffs, provided that these 
tariffs are higher than the EEC common external tariff. 
The reduced tariffs will apply to imports of industrial 
goods (except those subject to the provisions of the 
treaty of the European Community for Coal and Steel) 
and to agricultural commodities that are subject to 
import quotas. It also decided to extend part of the 
20 per cent increase in quotas for imports of industrial 
goods to the other OEEC members, 10 per cent uncon- 
ditionally and the remaining 10 per cent conditional 
upon concessions to be accorded by other OEEC coun- 
tries through bilateral agreements. The provision of the 
EEC Treaty that the global quota for any given com- 
modity must correspond to at least 3 per cent of the 
national production in the EEC country concerned 
will not be applicable to imports from other OEEC 
members. 

These measures were taken after the failure of nego- 
tiations for an association into a European Free Trade 


Thus far, Pakistan has made no drawing upon the 

Fund’s resources. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., December 8, 1958. 


Area of the EEC countries and the other OEEC mem- 
bers. They are, reportedly, designed to prevent serious 
trade discrimination within the OEEC as of January 1, 

1959, and to give time for the formulation of more 

appropriate and permanent schemes (see this News 

Survey, Vol. XI, p. 158). 

Sources: The Journal of Commerce, New York, N.Y.., 
December 4, 1958; Le Monde, Paris, France, 
December 5, 1958; Agence Economique et 
Financiére, Brussels, Belgium, December 5 
and 6, 1958. 


ECCS Decisions on Coal and Scrap Iron 
Decision on Coal 

To ease the serious coal crisis confronting the Euro- 
pean Community for Coal and Steel (ECCS) which 
manifested itself in an excessive accumulation of coal 
stocks at pitheads, the ECCS Council of Ministers, on 
October 13 and 14, accepted in principle almost all the 
High Authority’s proposals envisaging a limited financing 
of new additions to coal stocks and a slowing down of 
coal imports into the ECCS area. The High Authority 
decided against declaration of a “manifest crisis” which, 
according to the ECCS Treaty (Article 58), would 
mean recourse to such extreme measures as allocation 
of production quotas and import restrictions. 

Under a decision of November 5, 1958, the High 
Authority will make available 7 million EPU units of 
account (1 unit of account—=US$1) of ECCS resources 
to finance coal mining enterprises in the ECCS area 
which are considered sound economically but which now 
face difficulties. ECCS financial aid to such enterprises 
may take the form either of outright grants or of 
noninterest-bearing loans of five-year maturity. Out- 
right grants are limited to one-twelfth of 1 EPU unit 
of account per ton per month (maximum 12 months) 
and are conditional upon an equal grant to be accorded 
to the coal mining enterprises by the government con- 
cerned. Loans must be guaranteed by the government 
concerned and are limited to one-sixth of 1 EPU unit 
of account per ton per month (maximum 12 months); 
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in the absence of a government guarantee, a loan corre- 
sponding to one-twelfth of 1 EPU unit of account per 
ton per month (maximum 12 months) may be extended 
by the ECCS provided the borrowing enterprise presents 
a guarantee deemed sufficient by the High Authority. 
Any ECCS financial assistance to coal mining enter- 
prises must be calculated on the basis of coal stocks 
accumulated after October 31, 1958 and must be limited 
to firms whose total coal stocks are in excess of 35 
working days’ production. 

Measures to alleviate coal market conditions also 
include the following: an undertaking by the member 
countries to import in 1958-59 from the ECCS area as 
much coal as they imported during the previous boom 
period; agreement by the High Authority to contact the 
U.S. Government on the problem of imports of U.S. 
coal, although it is recognized that this is a matter to 
be settled between the U.S. exporters and the ECCS 
importers; agreement by the member Governments to 
request major coal consumers to increase coal stocks. 

The seriousness of the difficulties in the ECCS coal 
market is indicated by the fact that, by the end of 
October 1958, coal stocks at pitheads and coking plants 
exceeded 23 million metric tons and coke stocks 
exceeded 5.5 million tons. Thus, total stocks at the 
end of the year may be expected to reach some 30 
million tons, which would be more than double the 
stocks at the end of 1953 (14.7 million tons) when the 
coal industry also felt the impact of a recession. In 
addition, consumers’ stocks at the end of June 1958— 
latest available figures—were 21.4 million tons, or about 
100 per cent more than at the end of 1953. ECCS coal 
production in 1958 is estimated at some 248 million 
tons, roughly the same as in 1957. 


Decision on Scrap Iron 


The Council of Ministers of the ECCS abolished, as 
of December 1, 1958, all existing restrictions on trade 
in scrap iron between participating countries. Hitherto, 
such trade had been affected by a complex system of 
measures designed to cope with the shortage of scrap 
within the Community and its incidence for the partici- 
pating countries. The basic purpose of these measures 
was to assure that the steel industries of the various 
participating countries pay approximately the same 
price for scrap, whether of Community origin or high- 
priced imported scrap. This system of measures expired 
December 1, and the High Authority had proposed to 
replace it by a similar one, including incentives for the 
substitution of scrap by raw iron. However, the Council 
of Ministers, reflecting the conflicting interests of the 
various participating countries, rejected these proposals. 


Sources: Bulletin from the European Community, 
Washington, D.C., October-November 1958; 


Journal Officiel des Communautés Europ- 
éennes, Luxembourg, November 14, 1958; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
December 1, 1958. 


U.K. Gold and Dollar Reserves 

U.K. gold and dollar reserves rose by a further $41 
million in November, to $3,215 million at the end of 
the month. This is the fourteenth consecutive monthly 
rise since the Government took strong measures to 
check the drain on reserves in September 1957. Special 
payments during November included $24.5 million to 
the European Payments Union (EPU) in settlement of 
the deficit arising from transactions in October and a 
further $2.5 million to the EPU in bilateral settlements. 
In November, the United Kingdom had a deficit of £6 
million with the EPU, compared with one of £12 .mil- 
lion in October. 
Source: The Times, London, England, December 3, 

1958. 


U.K. Loan Payment to Canada 

The United Kingdom has made the final payment of 
$7.5 million to Canada on the interest-free loan of $700 
million arranged in 1942. The loan represented a fund- 
ing of advances made to the United Kingdom in the 
wartime period, preceding arrangements for Mutual 
Aid, as part of a series of measures to help the United 
Kingdom buy war supplies. The loan was reduced to 
about $189 million by June 1953, through crediting dol- 
lars received by U.K. holders of Canadian securities 
either on voluntary sale or redemption. In 1953 a new 
arrangement released the United Kingdom from the need 
to apply the net proceeds of sales or redemptions of 
Canadian securities; an immediate lump sum payment 
reduced the outstanding loan to $150 million, repayable 
in 20 equal installments. 

The annual payment of $38 million, principal and 
interest, on a 50-year Canadian loan of $1,185 million 
to the United Kingdom, granted between 1946 and 
1950, at 2 per cent interest, falls due on December 31, 
1958. Repayments were initiated in 1951 and then 
deferred after the Suez crisis. 


Sources: The Financial Times, London, England, De- 
cember 2, 1958; The Financial Post, Toronto, 
Canada, December 6, 1958. 


Steel Exports from the United Kingdom 

It has been decided that for the next two months the 
export from the United Kingdom of all kinds of iron 
and steel scrap, except scrap derived from armaments 
and scrap of an f.o.b. value exceeding £25 per ton, will 
be allowed under open general license valid from Decem- 
ber 5, 1958 to February 4, 1959. Specific licenses will 
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be granted to persons wishing to export scrap of a value 
higher than £25 per ton. 


Source: The Times, London, England, December 3, 
1958. 


French Credit Position 

Figures released by the National Credit Council show 
that in the first ten months of 1958 the money supply in 
France increased by F 80 billion, to F 7,232 billion, 
compared with an increase of F 375 billion in the corre- 
sponding period in 1957. The increase this year was 
the combined effect of a moderate expansion of credit to 
the public sector, a small inflow of foreign exchange, 
and a slight decline in credit to the private sector. While 
short-term credit to business and individuals declined 
by F 95 billion, medium-term credit increased further, 
by F 79 billion. 

The National Credit Council noted the slowing down 
in the expansion of industrial production, the improve- 
ment in the trade balance, and the stabilization in the 
field of credit during the last few months. With respect 
to the credit policy for 1959, however, it felt unable to 
take a position before the adoption of the 1959 budget, 
which is expected this month. But it decided on further 
relaxation of restrictions on installment purchases of 
certain consumer durable goods whose production has 
declined appreciably (see this News Survey, Vol. XI, 
p. 54). The minimum downpayment for purchases of 
household appliances, radio and television sets, motor- 
cycles, scooters, and bicycles was lowered from 30 per 
cent to 25 per cent; and the maximum terms for most 
of these credits were increased from 12 months to 15 
months, provided the purchase price exceeded F 100,000 
(US$238). At the same time, the Bank of France 
extended from 12 months to 15 months its rediscount 
facilities on paper covering the purchase of used auto- 
mobiles, and from 15 months to 18 months on paper 
covering the purchase of used trucks. 


Source: Le Monde, Paris, France, December 6, 1958. 
French Import Liberalization Measures 


The French Minister of Foreign Affairs has announced 
that by December 18 his Government will restore lib- 
eralization of its private imports from OEEC countries 
to 40 per cent (on the basis of 1948 imports). Since 
June 18, 1957, when liberalization of imports from 
dollar and OEEC countries was suspended, all French 
imports (except imports of steel and coal from other 
ECCS countries) have been restricted. Under the pro- 
visions of Article 3 of the OEEC Code of Liberalization, 
any country withdrawing import liberalization must 
“endeavor” to liberalize again 60 per cent of its private 
imports from OEEC countries one year after the sus- 
pension of liberalization, and 75 per cent six months 
later. France was not able to reintroduce 60 per cent 
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liberalization as of June 18, 1958 (see this News Survey, 
Vol. X, p. 402). 


Source: Le Monde, Paris, France, December 5, 1958. 
Swiss Foreign Lending 


After an interruption of more than two years, the 
Swiss capital market has been reopened for the public 
issue of approved foreign loans. Early in 1954 the 
average yield on Swiss Federal bonds had fallen to the 
low point of 2.17 per cent, and foreign loan issues were 
welcomed because of the outlet provided for investors. 
Following the upheavals caused by the Suez crisis, how- 
ever, the shortage of capital became very marked in 
Europe toward the end of 1956. In particular, and 
especially in Switzerland, there was a strong sentiment 
in favor of further development of water power; the 
result was a sharp increase in interest rates. By Septem- 
ber 1957 the average yield on Swiss Federal bonds was 
3.93 per cent. This movement threatened to upset the 
whole economy of Switzerland, where the rate of interest 
on first mortgages is a prime factor in the determination 
of house rents and agricultural prices, and hence of 
wages. Fears that the U.S. recession would lead to a 
world-wide slump also led the authorities to favor a pol- 
icy that would stimulate demand in the home market. 
The best way to do this was to revive building activity, 
which implied the granting of more first mortgages. At 
the same time, owing to increased prices for raw materi- 
als at the time of the Suez crisis, the traditional surplus in 
the Swiss balance of payments was replaced by a deficit. 
For all these reasons, the capital market had to be kept 
closed to foreign loans. In 1958, however, the trend of 
interest rates was reversed, the threat of world-wide 
recession disappeared, and all demands for credit that 
were justified by economic necessity could be satisfied 
without difficulty. 


Source: Swiss Bank Corporation, Bulletin No. 65, 
Basle, Switzerland, November 1958. 


Foreign Assets and Liabilities of Norway 

Preliminary figures on the annual census of Norway’s 
foreign assets and liabilities show that in 1957 net lia- 
bilities fell by NKr 306 million (US$43 million), to 
NKr 2,088 million ($292 million). The calculation 
takes into account the foreign exchange holdings, which 
were NKr 2,096 million at the end of 1957. The 
decline in the net debt is not exactly comparable with 
the balance of payments surplus on current account, 
since the definitions and the coverage of the statistics 
are not the same. 

The shipping sector had the largest foreign liabilities, 
NKr 2,920 million, and, with the exception of the finan- 
cial institutions, it also had the highest assets, NKr 2,002 
million. The net debt of the shipping sector declined 
by NKr 31 million, to NKr 918 million, last year. 
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Norway’s most important debtor and creditor country 
was the United States, Norwegian claims amounting to 
NKr 1,882 million and its debt to NKr 2,566 million. 
Next in order were Sweden and the United Kingdom 
as Norway's most important debtor countries and the 
United Kingdom and West Germany as the major cred- 
itor countries. 

Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, November 25, 1958. 


Swedish Taxation and Employment Policy 

The Swedish Government has decided to ask the 
Parliament to appropriate an additional SKr 120 mil- 
lion (US$23 million) for combating unemployment; 
this will raise the appropriation for the current fiscal 
year to SKr 240 million. 

In view of the current situation in the labor market, 
the Swedish Government has recommended to the Par- 
liament that enactment of new and more severe regula- 
tions for company evaluation of commodity stocks be 
postponed for another year. This means that stocks 
may be taken at 30 per cent of their value for the 1959 
accounting year, instead of 40 per cent as proposed 
earlier. This decision is roughly estimated to entail a 
temporary aileviation of corporate taxes of some 
SKr 250 million. 


Sources: Svenska Dagbladet, November 28, 1958, and 


Swedish-International Press Bureau, Bulletin, 
December 3, 1958, Stockholm, Sweden. © 


German Exchange Reserves 

Gold and foreign exchange reserves of the Federal 
Republic of Germany on November 29 showed a decline 
of DM 156 million from the total recorded in the 
previous week. Total reserves amounted to DM 26,188 
million, including DM 11,012 million in gold. 


Source: The Times, London, England, December 6, 
1958. 


German Foreign Investments 

German direct private investments abroad that have 
been approved or registered since February 1, 1952 
total DM 2,063 billion. In the first three quarters of 
1958 they amounted to DM 344 million, compared with 
DM 489 million in the whole of 1957. The total of 
DM 2,063 million was distributed as follows: DM 196 
million in the United States, DM 274 million in Canada, 
DM 435 million in Brazil, DM 173 million in other 
Central and South American countries, DM 733 million 
in Europe, DM 109 million in Africa, DM 89 million 
in Asia, and DM 55 million in Australia. More than 
half of the total was invested in metallurgical and steel 
works, chemical and pharmaceutical industries, and 
electrotechnical, machine, and automobile industries. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

November 18, 1958. 


German Credits for Greece 

An agreement on the granting of German credits and 
other economic matters has recently been signed by the 
Federal Republic of Germany and Greece. Under this 
agreement, the German Government will grant the Greek 
Government a loan of DM 200 million, which can be 
taken up within the next four years. The loan is 
reported to be for 20 years and to call for annual pay- 
ments of 6 per cent. After ten years, the terms of the 
loan can be revised in favor of Greece. The loan is to 
be spent mainly on imports of consumer goods, and 
the domestic currency that is derived from their sale in 
Greece is to be used for basic projects, such as land 
improvement and roadbuilding. 

A further agreement provides for long-term industrial 
credits to Greece, which are expected to amount even- 
tually to DM 400 million; DM 100 million will be 
provided by the German Government from counterpart 
funds of U.S. aid, and DM 300 million from private 
German industrial sources. The private credits are to 
be guaranteed by the German export insurance organ- 
ization (Hermes), by the Greek Economic Develop- 
ment Finance Organization, and by Greek banking 
institutions. These credits, on ordinary market terms, 
will be uscd to procure capital goods for Greek indus- 
trial development projects. Part of a technical assistance 
grant of DM 3 million from the German Government 
will be used for preliminary studies of these industrial 
projects. An important feature of the agreement is the 
close cooperation planned between the two private 
banks, the Deutsche Bank and the National Bank of 
Greece, in the provision and administration of industrial 
credits. 

In a separate agreement on trade relations, Germany 
has undertaken to import increased quantities of Greek 
fruit, vegetables, and manufactured agricultural products 
and to study the possibilities of increased imports of 
Greek tobacco, cotton, and minerals. 

Scurces: Oikonomikos Tahidromos, Athens, Greece, 
November 13 and 27 and December 4, 1958. 


Middle East 


U.A.R.-Japan Trade and Payments Agreement 

A new trade and payments agreement between the 
United Arab Republic and Japan signed in Cairo on 
November 8 is for one year starting November 27, 
1958, the termination date of the agreement of 1953 
between Egypt and Japan. The new agreement pro- 
vides for an expansion of the volume of trade between 
the two countries—Japan to import at least US$25 
million worth of Egyptian cotton during the first year 
and the U.A.R. to import Japanese capital goods and 
foodstuffs valued at US$26 million. The latter figure 
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includes repayment installments on plants shipped under 
the U.A.R.-Japan economic cooperation agreement con- 
cluded in September. This agreement provides for the 
importation by the U.A.R. of industrial equipment, with 
repayments spread over a period of 12 years. The pay- 
ments provisions stipulate that settlements are to be 
made in cash in agreed transferable currencies, instead 
of in U.S. dollars as in the 1953 agreement. Each coun- 
try has agreed to accord the other the best possible 
treatment, pending settlement of negotiations now under 
way in regard to most-favored-nation treatment. 

A Japanese technical mission is due to arrive in Egypt 
to decide on the sites and sizes of plants for the produc- 
tion of inks, dyes, and photographic films under the 
credit agreement. Five other contracts, involving a 
large sugar factory and certain textile machinery, have 
already been signed. 

Sources: Al Ahram, Cairo, Egypt, November 9, 1958; 
Middle East Economic Digest, London, Eng- 
land, November 14, 1958. 


Cotton Exports from Egypt 

Final figures for exports of raw cotton from the 
Egyptian Region of the United Arab Republic during 
the 1957-58 season, which ended August 31, show that 
67.4 per cent of the total went to the U.S.S.R., Eastern 


Europe, and Mainland China; 9.2 per cent to other 

countries in Asia; 17.8 per cent to Western Europe; 

and 4.6 per cent to the United States. 

Source: Middle East Economic Digest, London, Eng- 
land, November 14, 1958. 


Dollar Premiums for Immigrants to Israel 

Until recently, middle-class immigrants into Israel 
have received as an outright grant from the Treasury 
a premium of 350 prutot (about 20 cents) for every 
dollar, up to $10,000, which they have brought into the 
country; in addition, they have received from the Jewish 
Agency credit facilities of the same amount. The grant 
from the Treasury has now been discontinued, both for 
fiscal reasons and in view of the desirability of main- 
taining a uniform rate of exchange; however, for the 
fiscal year ending March 1959, it will be paid to immi- 
grants by the Jewish Agency. 
Source: Israel Office of Information, Z/srael Digest, 

New York, N.Y., November 28, 1958. 


Restitution Payments to Individuals in Israel 

Payments to individuals in Israel in accordance with 
the German Reparations Agreement of 1952 amounted 
to $6.1 million in 1954, $18.7 million in 1955, $25.7 
million in 1956, $45.9 million in 1957, and $32.1 mil- 
lion in the first half of 1958. Under the terms of this 
Agreement, the Federal Republic of Germany undertook 
to pay restitution to all individuals, irrespective of their 
present residence or nationality, who resided in terri- 
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tories belonging to the German Reich on December 31, 
1937, and who suffered damage to life, body or 
health, liberty or property under the National Socialist 
regime. Compensation was also offered in respect of loss 
of income or office, or losses deriving from discontinu- 
ance of training or education, or of life and other insur- 
ance policies, etc. Rehabilitation loans not exceeding 
DM 50,000 may also be made for a period of up to 
12 years at a rate of interest not exceeding 3 per cent 
per annum, and administered in the case of Israel, by 
the Bank Leumi le-Israel Trust Company. The total 
restitution to be received by residents of Israel has not 
yet been determined, but it is estimated at around $300 
million. Much of the restitution payments has been used 
to acquire apartments and durable consumer goods; 
only small, though increasing, amounts have gone into 
the local banks’ saving schemes. 

In view of the discrepancy between the purchasing 
power of Israel currency and of the deutsche mark 
abroad, the Government has offered certain privileges 
to recipients of restitution payments, in order to encour- 
age their transfer to Israel. Recipients are entitled to 
deposit 20 per cent of the amounts transferred to the 
credit of a foreign currency account which bears inter- 
est, in foreign currency, at the rate of 2 per cent per 
annum. Amounts thus deposited may be used without 
special authority to purchase foreign securities or to 
pay foreign insurance premiums or travel expenses. The 
use of these deposits for other purchases, such as the 
importation of certain goods, is subject to special per- 
mission. The 80 per cent balance of the restitution 
payment may be placed to the credit of a special account, 
which safeguards the foreign currency value of the 
deposit in case of devaluation of the Israel pound, and 
bears interest rising to 6 per cent per annum in respect 
of 12-month deposits. Alternatively, recipients of resti- 
tution payments are entitled to a 20 per cent premium 
in the form of government securities on such portion of 
their foreign currency receipts as they convert into 
Israel pounds. Since some recipients of restitution pay- 
ments still do not transfer them wholly to Israel, there 
is a growing demand that further concessions should be 
offered in connection with these transfers. 

Source: Bank Leumi le-Israel B.M., Review of Eco- 
nomic Conditions in Israel, Tel-Aviv, Israel, 
November 1958. 


Far East 
Foodgrain Production In India 


A record rice crop is expected in India this year. 
Reports from almost all parts of the country indicate 
that rice production in 1958-59 will exceed 29 million 
tons, compared with 24.8 million tons in 1957-58. The 
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previous record was 28.2 million tons in 1956-57. Esti- 
mates for other kharif (autumn) cereal crops also indi- 
cate greater output. These crops include jowar, bajra, 
maize, and ragi. In expectation of the bumper rice crop, 


food prices are reported to have fallen in many parts 
of India. 


Source: Information Service of India, Jndiagram, Wash- 
ington, D.C., December 4, 1958. 


Abolition of Indian Manganese Export Duty 

The Government of India has decided to abolish with 
immediate effect the export duty on all grades of man- 
ganese ore. The rates prevailing hitherto were Rs 10 
(US$2.10) per ton on ore with manganese content 
exceeding 42 per cent but not exceeding 44 per cent, 
and Rs 30 (US$6.30) per ton on ore with manganese 
content exceeding 44 per cent. 
Source: The Times of India, Bombay, India, Novem- 

ber 25, 1958. 


Loan to Federation of Malaya 


The Government of the Federation of Malaya an- 
nounced on November 19 the conclusion of a loan 
agreement of M$100 million (US$32.7 million) with 
the Government of Brunei. Malaya will receive the loan 
in three installments: M$40 million next April, M$40 
million in April 1960, and M$20 million in April 1961. 
The loan is repayable in 30 years, and will bear interest 
at the rate of 3% per cent for the first 15 years and 414 
per cent thereafter. 


Source: The Financial Times, London, England, No- 
vember 20, 1958. 


United States and Canada 


Movements of U.S. Gold Reserves 

Between February 19 and November 26, 1958, the 
U.S. gold stock declined by $2.2 billion, a fall greater 
than that recorded for any previous calendar year. U.S. 
gold holdings amounted to $20.6 billion, more than 
half of the Free World’s monetary gold, and exceeded 
by more than $8 billion the statutory reserves of 25 
per cent required against Federal Reserve note and 
deposit liabilities. The actual ratio of reserves to lia- 
bilities was 47.4 per cent on February 19 and 42.2 per 
cent on November 26. 

The proximate cause of the 1958 gold outflow is the 
acquisition of dollars by Western European countries 
through transactions with the United States. These coun- 
tries traditionally keep most of their reserves in gold, 
but in the early postwar years they were also willing to 
accumulate U.S. dollars, upon which an interest return 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Staff Papers contains studies, prepared by members of 
the Fund staff, on monetary and financial problems. 
The current volume, Volume VI, includes papers on 
gold production and additions to international gold 
reserves, India’s First and Second Five Year Plans, 
banking in the Middle East, advance deposits on imports, 
and national currency counterpart of drawings on the 
Fund. Number 1 of Volume VI was issued in Novem- 
ber 1957, and Number 2 in April 1958; Number 3 will 
be published before the end of 1958. 

Subscription: $3.50 per volume. Three numbers con- 
stitute a volume; however, all the three numbers are not 
necessarily issued within one calendar year. Single copies 
may be purchased for $1.50: 


Balance of Payments Yearbooks 


These Yearbooks provide comprehensive information 
on international transactions in the postwar period for 
some 70 countries. Volume 5 contains data for the years 
1947-52; Volume 8 for 1950-54; Volume 9 for 1955-56; 
Volume 10 for 1956-57. Volume 5 (out of print) and 
Volume 8 are bound; Volumes 9 and 10 consist of loose- 
leaf sections published monthly, thus providing country 
data as soon as they become available. The first sections 
of Volume 10 were issued in June 1958, and the entire 
volume is expected to be completed by April 1959. 


Price per volume: $5.00. Binders for filing the loose- 
leaf sections of Volumes 9 and 10 may be purchased 
for $3.50 per binder. 


International Financial Statistics 


This monthly publication is a standard source of 
statistics on domestic and international finance. It assem- 
bles for most countries of the world current data on 
exchange rates, gold and foreign exchange holdings, 
money supply, bank assets, international trade, prices, 
production, interest rates, etc., which are significant for 
studies of inflation and deflation and of balance of pay- 
ments surpluses and deficits. Information is presented in 
international tables and in country tables; also, for the 
various countries, charts are given, showing recent 
changes in important series. 


Subscription: $5.00 per volume. Single copies may 
be purchased for $1.00. 
» - 7 = 7 


Subscriptions are quoted in U.S. dollars. Residents 
of most other countries may make payment in local 
currency to addresses that will be supplied on request. 


Address orders to 
The Secretary 
International Monetary Fund 


19th & H Streets, N.W. Washington 25, D.C. 
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could be earned in the New York money market. Of 
the $10.3 billion acquired by foreign countries and 
international institutions in their transactions with the 
United States during the eight years 1950-57, only $2.6 
billion net was converted into gold at the U.S. Treasury. 


The conversion of dollars into gold in 1958 is attrib- 
utable to several causes. The easy money policy of 
the Federal Reserve System in the early part of the year 
reduced the yield from short-term open market invest- 
ments in New York, and the emergence of a large 
federal budget deficit probably made some foreign cen- 
tral bankers ask whether the United States had embarked 
upon an inflationary course that might eventually lead 
to devaluation. The sharp advance in short-term money 
rates since July has, however, reduced the preference 
for gold over dollars. There have been few instances of 
foreign countries drawing on pre-existing dollar assets 
to purchase gold from the United States, and the gold 
outflow this year does not reflect, for foreign countries 
taken collectively, conversions of previously held dollars. 
Short-term dollar holdings for official and private 
account actually increased from December 1957 through 
August 1958 by $600 million. Switzerland and the 
United Kingdom reduced their short-term dollar assets, 
the latter from the unusually high level that followed the 
$250 million drawing from the Export-Import Bank of 
Washington, but Canada, Germany, the Netherlands, 
and other countries continued to add to their dollar 
holdings. 


U.S. gold holdings not required as cover for currency 
are less than U.S. short-term liabilities to foreign coun- 
tries on official and private account, which in Au- 
gust 1958 amounted to $14.2 billion, of which $5.8 
billion was held by foreign commercial banks, business 
firms, and individuals largely as working balances or 
reserves against contractual obligations in the United 
States. These private holdings cannot be used to pur- 
chase gold from the United States unless they are sold 
to the central bank of the country concerned. A large 
part of the dollar holdings of monetary authorities also 
consists of working balances to meet current or pro- 
spective payment requirements or to operate in exchange 
markets. 

Source: The First National City Bank of New York, 
Monthly Letter on Business and Economic 
Conditions, New York, N.Y., December 1958. 


U.S. Manufacturers’ Inventories and Sales 

At the end of October, inventories of manufacturers 
in the United States amounted to $49.3 billion, on a 
seasonally adjusted basis, the same as a month earlier. 
A slight further decline in stocks of durable goods and 


a rise in inventories of nondurable goods were reported. 
October was the first month since September 1957 in 
which total manufacturers’ inventories did not decline; 
the September 1957 figure was $54.2 billion. 


Reflecting the business recovery, manufacturers’ sales 
in October rose by $400 million, to $27.2 billion, sea- 
sonally adjusted; this increase resulted mainly from 
larger deliveries by automobile producers. New orders 
rose to $27.8 billion, the increase of $800 million over 
the previous month occurring almost entirely in the 
durable goods sector. 


Source: Department of Commerce, Press Release, 
Washington, D.C., December 1, 1958. 


Expectations of U.S. Consumers 

U.S. consumers consider themselves in a better finan- 
cial position than a year ago and are more confident 
of future business conditions, according to a recent 
survey of consumer expectations conducted by the 
Survey Research Center of the University of Michigan. 
Of the families polled, 35 per cent felt that business 
conditions are better now than they were last year; at 
the time of the preceding survey in May-June 1958, only 
7 per cent noted improvement. In regard to the outlook 
for the next year, 60 per cent expect improved business 
conditions, compared with only 45 per cent in the 
previous survey. Despite the generally optimistic out- 
look resulting from the survey, it was found that an 
important adverse factor is dissatisfaction with rising 
prices. The proportion of consumers expecting further 
price rises was 43 per cent, whereas in the previous 
survey it was 28 per cent. 


Source: The Journal of Commerce, New York, N.Y., 
December 3, 1958. 


Canadian Security Transactions 

A new bond issue of $400 million announced by the 
Federal Government of Canada on December | consists 
of two maturities: one-year noncallable bonds due 
December 15, 1959, priced at $99.25 with a yield to 
maturity of about 3.77 per cent, and four-year non- 
callable bonds due January 1, 1963, at a price of $98.75 
and an actual yield of about 4.34 per cent. A new fea- 
ture of the four-year bonds is that, subject to three 
months’ notice, the holder will have the option of 
redeeming them after two years—or on any subsequent 
half-yearly interest date—at the issue price. This tech- 
nique, unique in Canadian financial history, has been 
used twice by the U.S. Treasury. Proceeds from sales 
of the issues will be used to cover part of the 1958-59 
budget deficit. A good market reception, especially for 
the one-year bonds, has been reported. 
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Of the new issue of Canada Savings Bonds offered 
on October 14, $555 million was sold by the end of 
November, slightly more than during the same period 
a year earlier. A short-term bank loan of $400 million 
maturing December 15 will be paid off with the pro- 
ceeds from the sales. Apart from a small amount of 
Victory Loan Bonds, no direct government long-term 
obligations are maturing before next October. 

The capital inflow from government, provincial, 
municipal, and corporation security transactions was 
reduced in the third quarter of 1958 to little more than 
half the amount in the second quarter. Net capital 
import for the first nine months of 1958 was $530 
million, compared with $710 million in the correspond- 
ing period of 1957. The major reason for the reduction 
in the third quarter was the decline in sales of new 
issues to nonresidents, from $290 million in the second 
quarter to $90 million in the third quarter; these sales 
represented either deliveries on earlier offerings or par- 
ticipation by nonresidents in offerings on the Canadian 
market. The capital import from trade in outstanding 
securities, at $45 million during the third quarter, was 
the same as in the third quarter of 1957 but consider- 
ably more than in following quarters. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, December 2, 1958; The 


Financial Post, Toronto, Canada, December 6, 
1958. 


Canadian Sales of Gold Bars on Credit 

A Toronto stock brokerage house announced on 
November 28 that it would sell gold bars on margin. It 
is believed that the plan would attract a substantial flow 
of U.S. money to Canada from U.S. residents seeking 
to hedge against inflation. For a downpayment of 3 
per cent the company will issue a certificate of owner- 
ship and allow the balance of the purchase price to be 
made at any time. The interest rate will be lower than 
on usual margin accounts. Two bars will be available— 
one of about 32 ounces worth $1,123 and one of 400 
ounces worth $14,080. U.S. citizens can own gold only 
if it is in a foreign country. 


Plans of this kind, designed to enable American or 
European investors to buy gold or gold certificates, are 
a response to the apparent desire of some investors to 
have an alternative devaluation hedge to the purchase 
of gold shares. The plans are, however, likely to encoun- 
ter difficulties relating either to exchange control or to 
the taxation of capital gains. Canadian taxation would 
probably absorb any profit that might accrue to a 
holder of gold bars as a result of dollar devaluation. 


Sources: The Times, London, England, November 29 
and December 2, 1958. 
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Other Countries 


Australian Import Restrictions 

The Australian Minister for Trade has announced 
that the over-all import licensing ceiling of £A 800 mil- 
lion per year will remain unchanged for the four-month 
licensing period beginning December 1, 1958. There 
will be, however, certain changes in the classification of 
goods; the changes are designed to widen access to the 
cheapest markets for raw materials even where dollar 
expenditure is involved. The Government’s decision to 
maintain the licensing ceiling at £A 800 million has 
been made in the face of a significant decline in export 
receipts. 

Items which will now be licensed on a world basis 
include tubes, belting, natural and synthetic rubber and 
rubber substitutes, silicones, chemicals for industrial 
and agricultural uses, chemicals and drugs for use in 
the manufacture of medical products, and carbon manu- 
factures other than graphite electrodes. These com- 
modities have been obtained in the past mainly from 
sterling sources—often at prices higher than those which 
will now be available. 


It was also announced that the following articles 
may now be imported without license: pulp for manu- 
facturing paper, paper shavings and waste paper for 
manufacturing paper, chrome ore, raw silk, and raw 
quartz crystals. 


Sources: The Times and The Financial Times, London, 
England, December 1, 1958. 





Corrigendum 


Volume XI, No. 22, November 28, 1958, page 174, 
item, “U.K. Overseas Trade”: The third sentence should 
read, “One of the reasons for the recovery was the 
considerable rise in exports io the United States and 
Canada, which in October. . . .” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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